NOVICOURT 


20°01 ANNUAL REP ORG 


NOVICOURT AT A GLANCE 


NOVICOURT INC. IS THE OWNER| OF A 45% UNDIVIDED |JNTEREST 


CONTENTS 
IN THE LOUVICOURT} MINE THRO 


ULGHH igeSiP 


\RTICIPATIOIN IN THE 


02 Report to Shareholders 


04 Operating Review 


07 Management's Discussion 
and Analysis 


oo 


1. Financial Statements 


— 


6 Corporate Information 


: 2001 HIGHLIGHTS 


3 ($ in thousands) 2001 2000 

si Revenue from sales of concentrates $ 72,357 $ 79,495 

4 ee ngs $ 3,905 S. 42572 

: Cash from operations before changes in operating working capital $ 14,491 $ 27,766 

2 Earnings per share $ 0.10 $ 0.31 
Dividends per common share $ 0.30 $ 0.30 

i; Ti 

. Mi Net earnings of $3.9 million in spite of low metal prices 

Mi two semi-annual dividends of $0.10 and one special dividend of $0.10 

MI Cash and short-term deposits increased by $5 million to $48.8 million by year-end 

% ME Louvicourt Mine achieved target production of 4,300 tonnes per day 

= ME Three-dimensional seismic exploration program completed and three anomalies selected 

" for drilling 

cS Mi Agreement with Noranda to acquire a 55% interest in Quebec exploration alliance 

; Some statements contained in this report are made to describe the Company's intentions, expectations or predictions. The Company cautions that these statements involve 


risk and uncertainty and that actual results could differ materially from those expressed or implied in such statements. 
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Novicourt recorded net earnings of $3.9 million or $0.10 
per share in 2001 compared to $12.6 million or $0.31 per 
share in 2000. Cash flow from operations before changes in 
operating working capital amounted to $14.5 million in 
2001, down from $27.8 million the previous year. After pay- 
ment of a special dividend of $0.10 per share in March, 
semi-annual dividends of $0.10 per share in each of June 
and November, and $0.8 million of capital expenditures, cash 
on hand at year-end was $48.8 million versus $43.8 million 
at the end of 2000, an increase of $5 million. 

The year 2001 was a disappointing one for most compa- 
nies in the mining and metals business sector. Following a 
period of hopeful economic conditions and higher metal 
prices in the first three quarters of 2000, the markets started 
to weaken. This continued throughout 2001 as North 
American central banks struggled to avert a full scale reces- 
sion and economic conditions worsened in much of the rest 
of the world. The tragic events in New York on September 
11th removed any hope of early recovery. Faced with 
reduced demand and increasing stocks, mining and metal 
producers announced a series of production cutbacks during 
the year but the sizes of these reductions and their timing 
were insufficient to exert a significant influence on market 
sentiment. The price weakness has thus continued into the 
early part of 2002. There is no firm consensus on the proba- 
ble timing or strength of an eventual recovery but the most 
common expectation is for a modest pick-up in the second 
half of 2002. 

The serious deterioration of metal prices is graphically 


demonstrated by the price of copper which averaged 
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US$0.85 per pound in the third quarter of 2000, dropped 
to US$0.75 in the second quarter of 2001, dropped further 
to US$0.67 in the third quarter and hit a 14-year low of 
US$0.60 per pound in early November. The price of zinc 
fared no better, dropping from a high of US$0.58 per 
pound in September 2000, all the way to a 15-year low 

of US$0.33 in December 2001. Although prices have 
improved somewhat since year-end, the near-term outlook 
is still uncertain. 

On a more positive note, it is a pleasure to report on the 
very satisfactory production performance of the manage- 
ment and employees of Louvicourt Mine. As the extraction 
of any massive ore deposit like Louvicourt progresses, rock 
stresses naturally increase and control of ground movement 
becomes a critical factor in the safe and proficient produc- 
tion of ore. Fortunately, Louvicourt is at the forefront of 
mines using the latest technology in this task. The results 
achieved in 2001 were noteworthy. The average tonnage of 
4,304 tonnes per day just exceeded the target of 4,300 
tonnes, in spite of a 5-day shutdown in March to conduct 
the three-dimensional seismic survey. A total of 1.57 million 
tonnes of ore was mined and milled with an average grade 
of 3.4% copper and 1.4% zinc. However, as a direct result of 
the difficult mining conditions and the added expense of 
extra ground support measures, operating costs inevitably 
increased. Although the cash cost of US$0.47 per pound of 
copper, net of by-products, was 12% higher than US$0.42 
the previous year, this result is still deemed satisfactory con- 
sidering the mining conditions and the lower credit for zinc. 


Louvicourt Mine's mineral reserve is detailed on page 6. 
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METAL PRICES WERE MUCH LOWER BUT OPERATING 


PERFORMANCE AT THE LOUVICOURT MINE WAS 


OUTSTANDING UNDER DIFFICULT CIRCUMSTANCES. 


At December 31, 2000 the proven and probable reserves 
were 5.4 million tonnes and 0.2 million tonnes respectively. 
After mining 1.6 million tonnes in 2001 and making adjust- 
ments to the geological model to reflect recent definition 
drilling and production experience, the proven and probable 
reserves at December 31, 2001 totaled 4.0 and 0.1 million 
tonnes respectively. Current mining plans are based on ore 
production of 1.5 million tonnes in 2002, followed by 1.2 
million tonnes in 2003, 1.1 million tonnes in 2004 and the 
remaining ore in 2005. The daily mill throughput rate will 
be kept as close to the nominal 4,300 tonnes as long as 
possible but the number of days per week will be progres- 
sively reduced to suit the available supply of ore from a 
diminishing number of stopes. 

A disappointment for Novicourt in 2001 was the result of 
the three-dimensional seismic survey completed in March. 
A close examination of the large data base revealed a small 
number of interesting anomalies on the Louvicourt and sur- 
rounding Louvaur properties. Diamond drill exploration of 
the three highest potential sites was undertaken promptly 
and was still in progress at year-end. The search for other 
deposits to replace the depleting Louvicourt Mine reserves 
will continue in 2002 through participation in geophysical 
surveys to be conducted by Aur Resources Inc. (“Aur”) over 
an extensive land package in the Val d’Or region. 

Over the past five years, Novicourt has expended on 
exploration slightly under $5 million before tax and govern- 
ment incentives. Relative to the Company's significant cash 
flow from operations of $126 million over this period, this 
expense has been considered as a reasonable, but modest, 
investment with good upside potential for increasing share- 


holder value at low risk. 


Given the lack of exploration success to date in the 
Louvicourt area, Novicourt was pleased to reach an agree- 
ment in principle in December to acquire Noranda Inc.'s 
(“Noranda”) interest in its strategic alliance with Virginia 
Gold Mines Inc. This alliance will exploit Noranda’s consid- 
erable geological and geophysical knowledge and its 
experience in a wider area of Quebec. Novicourt will reim- 
burse Noranda for certain costs to date and fund 55% of 
approved follow-up exploration. Novicourt will commit to 
contributing a minimum of $1 million per year for 3 years. 
With its strong cash position and anticipated cash flow, 
Novicourt is well positioned to pursue this opportunity. 

In closing, | am pleased to report that the Board 
of Directors has re-confirmed the Company's policy regard- 
ing the payment of two semi-annual dividends of $0.10 
per share in 2002. But, also consistent with that policy, 
it has deferred a decision on a possible special dividend 
pending the results of the exploration programs and some 
indication of the timing and the extent of the anticipated 


economic recovery. 


On behalf of the Board 


John C. White 
President 


February 25, 2002 
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Novicourt’s principal assets are an undivided 45% interest in 
each of the Louvicourt and Louvaur Joint Venture properties 
located in Louvicourt Township, east of Val d'Or, Quebec. These 
properties comprise 169 mining claims and 4 mining leases on 
a total of 8,288 acres. The Louvicourt property, which covers 
845 acres, is completely surrounded by the Louvaur Joint 
Venture property. The latter is subdivided for exploration con- 
venience into Louvex to the south and Bonnefond to the north. 
Aur owns 30% of Louvicourt and 55% of Louvaur. Teck Cominco 
Limited owns the remaining 25% of Louvicourt. Each of the 
Joint Ventures is operated by Aur under the direction of a 
Management Committee comprised of two representatives 
nominated by each partner. Novicourt is represented on each of 
these committees by nominees appointed by Noranda under a 
management agreement between the companies. Under that 
management agreement, Noranda provides management serv- 
ices to Novicourt in connection with each Joint Venture for as 
long as it owns at least 20% of the outstanding common shares 
of Novicourt. There are no full-time employees of the Company. 
Noranda provides services for administrative, accounting and 
other corporate functions to Novicourt under an administration 
agreement between the companies. 
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Operating Summary 
In 2001, a total of 1,570,820 tonnes of ore grading an average 
of 3.4% copper and 1.4% zinc was milled at an average rate of 
4,304 tonnes per day. This compares to the 1,586,045 tonnes 
of 3.3% copper and 1.4% zinc ore milled in 2000 at 4,333 
tonnes per day. The slight decrease in tonnes was due to the 
planned five-day mill shutdown in March during the execution 
of the three-dimensional seismic survey of the Louvicourt and 
Louvaur properties. The impact of this shutdown on production 
was almost entirely recaptured in spite of the scheduling and 
other mining difficulties that have limited mining efficiency and 
flexibility for most of the past two years. . 
The micro-seismic monitoring system installed in November 
2000 was used effectively in locating where ground movement 
occurred and helped to predict where stress and relaxation in 
the rock mass were more prominent. The effects of increasing 
stress were felt mainly in the stope access drifts where extensive 
support, rehabilitation and shotcreting were required. 


Maintaining the scheduled advance in these development 
headings is critical for meeting future production targets. 
Another effect of ground movement is the plugging of blast 
holes which then require re-drilling. The blasting method was 
changed and a contractor was engaged to drill larger holes 
which are less prone to plugging. 

Efforts to control ore recovery and dilution were successful in 
2001. Overall recovery and dilution from 23 primary and 20 sec- 
ondary stopes was similar to 2000 levels at 10.8% and 97.2% 
respectively. Another serious result of ground movement can be 
the caving of large blocks of ore, waste or backfill in certain 
stopes. To reduce this possibility, some secondary stopes were 
divided into two or three smaller sections to be extracted 
sequentially. However, this change has lead to higher develop- 
ment costs and reduced production rates. Remotely controlled 
secondary drilling and blasting techniques and high pressure 
water cannons were used effectively when oversize chunks or 
steep muck piles were encountered. One very large block of 
high-grade ore was efficiently and safely recovered by drifting 
in paste fill to gain safe access to it. As an increasing proportion 
of future production will come from mining of the sill pillars, 
experience in the use of this novel drifting method will become 
increasingly important. 

As in the previous year, ore production rates and costs were 
also adversely affected by scheduled repairs to various parts 
of the ore pass system which required double handling of the 
ore. Total operating cost per tonne milled increased to $38.60 
from $35.98 in 2000. 

Metallurgical performance in the concentrator continued 
satisfactorily. Copper recovery of 96.9% and zinc recovery of 
82.3% were both very close to results achieved in 2000. The 
94.9% mechanical availability of the concentrator in 2001 was 
slightly improved over 94.7% last year. The table on page 6 
summarizes Louvicourt's total production and Novicourt's 45% 
share of payable metals produced in concentrates. 

At the end of the year 2001, the total work force com- 
prised 266 permanent employees and 45 temporary and con- 
tract employees. The overall productivity was 20.85 tonnes 
per employee shift, close to the 21.60 tonnes in 2000. Safety 
performance was improved in 2001 with only one lost time 
accident for the year. The Louvicourt Mine continues to be a 
leader in accident prevention in the Quebec mining industry. 


Environment 

The Louvicourt Mine was in compliance with all environmental 
regulations and requirements in 2001. The annual review of 

the tailings dam by consultants was satisfactory. Clean-up and 
revegetation of the former Louvem site progressed well. The 
Louvicourt Restoration Plan is under revision prior to submission 
to the Quebec government in 2002. 


EXP EO RATLO'N 


Louvicourt and Louvaur Joint Ventures (100%) 
Development of the Louvicourt Mine started in 1993 and first 
production commenced in 1994. Since that time, Novicourt and 
its joint venture partners have dedicated significant effort and 
financial resources trying to extend the Louvicourt orebody and 
to search for other deposits on the prospective Louvicourt and 
Louvaur Joint Venture properties. So far these efforts have not 
been rewarded. A number of interesting geological theories 
and possibilities have been examined but exploration drilling 
has so far intersected only patchy low-grade stringer and dis- 
seminated sulphide mineralization, except for one massive 
pyrite lens which had uneconomic zinc values. 

Conventional shallow exploration on surface is hampered by 
overburden while deep exploration is hard to pinpoint and very 
expensive. In 2000, a new approach to exploration was pro- 
posed using Noranda’s adaptation of seismic technology to 
test for the presence of massive sulphides from a depth of 
500 to 2,000 metres below surface. A two-dimensional seis- 
mic test in 2000 was sufficiently encouraging that an extensive 
three-dimensional program covering 28 square kilometres of 
prospective area was carried out in March 2001. The total 
cost was $2.4 million of which Novicourt's share was $1.1 mil- 
lion. The Quebec government's Exploration Assistance pro- 
gram provided a subsidy of $0.5 million to Louvicourt. 

The results of this survey were received and analyzed during 
the third quarter of 2001. The results indicated that the anom- 
aly representing the Louvicourt deposit is very distinct and no 
other anomalies on the Louvicourt property are similar in size 
and character. They also indicated that some of the larger lin- 
ear anomalies observed are not caused by massive sulphides 
but are most likely related to shallow dipping structural features 
and that several other smaller anomalies remain unexplained. 
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Three of these latter anomalies were selected for follow-up dia- 
mond drilling during the fourth quarter. Results are pending the 
completion of this drilling. 

Notwithstanding the disappointing results to date, the search 
for replacement of the depleting Louvicourt reserves will 
continue. In 2002, Aur will be introducing a number of new, 
state-of-the-art geophysical and data processing tools to its 
Val d’Or Formation exploration effort. It has been agreed that 
the Louvaur and Louvicourt joint venture properties will be 
included in this program. Costs will be allocated based on the 
proportion of surface areas. Novicourt's share will be $180,000. 

In recent years, new technologies have been developed 
to improve the possibility of discovering new ore deposits. 
Noranda’'s adaptation of the deep seismic technology is one 
such example but this requires extensive preparatory work and 
is only applicable over a relatively small, well-defined area. 
Noranda has also become a leader in the development of the 
megaTEM electromagnetic airborne surveys which will be part 
of the above-mentioned Val d’Or program directed by Aur. 
Noranda credits this technology with the discovery of the 
Perseverance zinc deposit near Matagami. 


Virginia Joint Venture (55%) 

In June 2001, Noranda formed a strategic alliance with Virginia 
Gold Mines Inc. to exploit its knowledge and experience of 
megaTEM. In December 2001, an agreement in principle was 
reached whereby Novicourt may acquire Noranda’s 55% interest 
in this alliance. Novicourt will reimburse Noranda for certain 
costs incurred to date and will fund 55% of approved follow- 
up exploration. Novicourt will commit to making a minimum 
contribution of $1 million per year for three years. Noranda will 
retain certain back-in rights if deposits larger than 10 million 
tonnes are found. 
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The accompanying table details the Louvicourt ore reserves small addition resulting from revisions and refinements to the 
at the end of 2001 and provides a comparison with 2000. The block model based on the most recent geological interpreta- 
reduction in total proven and probable reserves is related to tion and mine production experience. 


the extraction of 1.6 million tonnes during the year, offset by a 


Novicourt’s Share of Louvicourt Production 


2001 2000 1999 1998 1997 
100% basis 
Tonnes milled (thousands) 1,574 1,586 1,612 1,601 1,575 
Tonnes per calendar day 4,304 4,333 4,417 4,387 4,314 
Grade (% copper) 3.40 3.31 4.16 3.60 3.69 
Grade (% zinc) 1.38 1.41 335 1.44 1.41 
Novicourt’s payable share of production 
Copper (million pounds) 49.5 48.7 62.3 2131.3) 53.8 
Zinc (million pounds) 15.1 15.4 Hi asgs! TSF 14.4 
Gold (000 ounces) 13.5 Ay V2 t2es 12.6 
Silver (000 ounces) 318 313 381 315 283 


Louvicourt Mineral Reserves at December 31, 2001 and 2000 


Tonnes Grade 

COPPER ZINC GOLD SILVER 
2001 (000's) % % gr/mt gr/mt 
Proven 3,969 3.09 1.91 0.86 27.8 
Probable 102 1.88 3.18 0.55 36.0 
Total 4,071 3.06 1.94 0.85 28.0 
2000 
Proven 5,408 e214 1.78 0.9 26.8 
Probable 204 PAPA 0.55 0.5 slpsney 
Total 5,612 3.18 eres) 0.9 26.5 


Louvicourt Mineral Reserves Reconciliation 


(000 tonnes) Proven Probable Total 
Opening January 1, 2001 5,408 204 5,612 
Production (1,571) 0) (1,571) 
Additions, net 132 (102) 30 
Closing December 31, 2001 3,969 102 4,071 


Notes on Reserves: 


The Louvicourt Reserves estimate has been prepared and classified by Aur Resources Inc., as operator of the Louvicourt Joint Venture, in accordance with National 
Instrument 43-101, Standards of Disclosure for Mineral Projects promulgated by the Canadian Securities Administrators. The Qualified Persons responsible for supervi- 
sion of the reserves estimate are Denis Fleury, P.Eng., Chief Engineer, Louvicourt Mine and Bernard Salmon, P.Eng., Chief Geologist, Louvicourt Mine. 


The reserve estimate utilizes a copper price of US$0.95 per pound (US$0.90 for material scheduled to be mined in 2002 only), a zinc price of US$0.45 for 2002 and 
US$0.50 for 2003 and thereafter, a gold price of US$275 per ounce and a silver price of US$5.00 per ounce, a currency exchange rate of Cdn.$1.51 = US$1.00 in 
2002 and Cdn.$1.47 = US$1.00 thereafter, and a net smelter return (NSR) cut-off of Cdn.$38.00 per tonne or US$25.17 per tonne in 2002 and US$25.85 per tonne 
thereafter. There are no known environmental, permitting, legal, taxation or other relevant issues that would materially affect the reserves estimate. 


MANAGEMENT‘’S 


Management's Discussion and Analysis provides a review of the 
performance of Novicourt and its joint ventures. Performance in 
2001 is compared to 2000 and issues and risks that can be 
expected to impact on future operations are discussed. These 
issues and risks may cause actual results to differ materially from 
those described in forward-looking statements in the 
Management's Discussion and Analysis. 


GaN PAVING CIIFARIES SREESS SUM TS 


Novicourt had net earnings of $3.9 million or $0.10 per share 
in 2001, down from earnings of $12.6 million or $0.31 per 
share in 2000 mainly because of lower metal prices which 
reflected the weakening North American and world economies. 
Revenues from the sale of copper and zinc concentrates before 
smelting, refining and transportation charges totaled $72.4 
million in 2001, down from $79.5 million in 2000. Cash flow 
before changes in operating working capital decreased to 
$14.5 million from $27.8 million in 2000, also due mainly to 
lower metal prices. There were no foreign currency or metal 
hedges in place during 2000 or 2001. 


Revenues 
Novicourt's revenues are derived from the sale of its 45% share 
of copper and zinc concentrates produced by the Louvicourt 
Mine. These concentrates are sold to Noranda Inc.'s (“Noranda”) 
copper and zinc smelting and refining plants under agree- 
ments based on terms negotiated by the other two joint ven- 
ture partners, Aur Resources Inc. and Teck Cominco Limited. 
In 2001, Novicourt's gross revenues from these sales totaled 
$72.4 million compared to $79.5 million in 2000 when metal 
prices were higher. Smelting, refining and transportation 
charges increased to $26.0 million from $22.2 million in 2000 as 
benchmark treatment terms recovered from their cyclical lows. 

The sale of copper concentrates accounted for approximately 
$55 million (or 76%) of total revenues, a decrease of $13 million 
from $68 million in 2000. Novicourt’s share of accountable cop- 
per production was 22,479 tonnes in 2001, slightly above the 
22,079 tonnes in 2000 but insufficient to offset the dramatic 
decrease in the price of copper from an average of US$0.82 
per pound in 2000, to US$0.72 per pound in 2001. Approxi- 
mately 13% of Novicourt’s revenues are derived from the sale of 
zinc concentrates. Novicourt's share of accountable zinc produc- 
tion decreased to 6,842 tonnes in 2001 from 6,975 tonnes in 
2000 because of lower grades of zinc in the ore mined. 

The contribution from precious metals to the Company's 
financial results is less than that from zinc. Gold and silver 


accounted for about 8% and 3% of revenues from sales of 
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concentrate respectively. Novicourt's share of copper concen- 
trate production in 2001 contained 13,538 accountable ounces 
of gold and 318,000 accountable ounces of silver compared to 
12,671 and 313,000 accountable ounces of gold and silver 
respectively in 2000. 

Novicourt's financial performance is very sensitive to the 
price of copper. For most of the year 2000, copper prices 
responded positively to a 50% decline in the London Metals 
Exchange (the “LME”) and New York Commodity Exchange 
stocks, rising to a high of US$0.89 per pound in September. 
However, it began to decline in the fourth quarter 2000 as the 
U.S. economy started to weaken. The average price of copper 
in 2000 was US$0.82. 

The economic slowdown in North America spread to Europe 
and South East Asia by the summer of 2001. Copper demand 
declined over the year by 5.8%, the first negative growth rate in 
15 years. All market areas suffered declines, particularly the 
telecommunications and information technology business sec- 
tors, significant end users of copper. Increased demand from 
China was one bright spot in an otherwise depressing market. 
Copper stocks started the year 2001 at a normal working level of 
4.6 weeks of demand but increased by 150% by the third quar- 
ter as a result of the sagging demand and continuing strong 
supply. The copper price fell through most of the year, reaching 
a 14-year low of US$0.60 in November. Subsequently the price 
began to stabilize as production cutbacks started to take effect, 
investment fund interest picked up and Chinese imports contin- 
ued to grow. However, there is still very little optimism for any 
significant recovery before the second half of 2002. 

Novicourt’s revenues and cash flow are also sensitive to the 
markets and prices of zinc, gold and silver, although to a less- 
er degree than copper. As with copper, last year's worsening 
economic conditions also adversely affected the market and 
price of zinc. The LME price reached a high of US$0.57 per 
pound in September 2000 and then declined through most of 
2001, reaching a 15-year low of US$0.335 in December. With 
the new, large Antamina mine in Peru having just come on 
stream, it is likely that more production cuts will be required 
before a zinc price recovery can be anticipated. 

Notwithstanding the uncertainty caused by recent 
global events, there was no significant upward price movement 
in gold which continued to trade in a narrow range of US$270 to 
US$290 per ounce during 2001. During 2001, silver followed the 
movement of the gold price, as has historically been the case. 
Some modest price movement in silver and gold has occurred in 


early 2002 as a result of increased speculative interest. 
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Expenses 

Novicourt's share of the Louvicourt Mine's production expenses 
in 2001 increased 6.5% to $27.8 million from $26.1 million in 
2000. This cost increase was incurred mostly as a result of diffi- 
cult ground conditions in the underground mine which required 
extra rock support and where ground movement in the stopes 
required changes in drilling and blasting methods. As well, 
mobile equipment costs increased due to scooptram damages 
sustained by caving in stopes while loading ore by remote 
control. Repairs to certain sections of the orepass and control 
chutes also contributed to higher production costs in addition 
to double-handling of the ore which was required while these 
repairs were being carried out. There was little change in 
expenses for management, milling and the general administra- 
tion of the Louvicourt Mine from the previous year. 

Operating cost per tonne milled increased in 2001 to $38.60 
from $35.98 in 2000, while efficiency decreased to 20.85 tonnes 
per employee shift from 21.60 tonnes in 2000. The cash cost 
per pound of equivalent copper was US$0.47 in 2001 com- 
pared to US$0.42 in 2000. 

Exploration expenses in 2001 of $1.1 million reflect 
Novicourt's share of the cost of the three-dimensional seismic 
survey, net of the Quebec Government's incentive for deep 
exploration. In the previous year, Novicourt’s exploration 
expenses were only $0.3 million as most of the 2000 explo- 
ration effort was spent on preparation for the two-dimensional 
seismic survey undertaken in the summer of 2000. 


Quarterly Earnings Table ($000s, except per share amounts) 


2001 Qi 
Net sales 12,527 
Net income (loss) 1,839 
Earnings per share 0.05 
Fully diluted earnings per share 0.05 
2000 Q1 
Net sales 13,990 
Net income (loss) 1,908 
Earnings per share 0.05 
Fully diluted earnings per share 0.05 


Interest Income 
Interest income decreased slightly to $2.0 million in 2001 from 
$2.1 million in 2000 due to lower interest rates. 


CASH -FEOW AND tO Un Ball TY 


Cash from operations before changes in operating working capi- 
tal decreased to $14.5 million from $27.8 million in 2000 largely 
as a result of lower metal prices, higher treatment charges and 
higher mining costs. Cash and short-term deposits increased 
from $43.8 million at December 31, 2000 to $48.8 million at the 
end of 2001. 

The Company remained debt-free in both 2000 and 2001. 
Additions to capital assets were only $0.8 million in 2001, 
compared to $1.4 million in 2000. As the end of the mine's life 
approaches, less capital is required to sustain the operations. 

A special dividend of $0.10 per share was paid in March 
2001 in addition to regular semi-annual dividends of $0.10 
per share in each of June and November. The total amount of 
dividends paid was $12.1 million as in the previous year. 

The Company participates in a short-term investment poo! 
with Noranda and other associated companies. Cash balances 
are invested in this pool and earn interest based on rates pub- 
lished by the Bank of Canada for 30-day bankers’ acceptances 
and commercial paper. 

Novicourt currently expects that the operating performance 
of the Louvicourt Mine will continue to generate sufficient cash 
flows to finance the Company's operations for the balance of 


a2 Q3 a4 Total — 
9,837 12,340 11,623 46,327 
161 1,346 559 3,905 
- 0.03 0.02 0.10 
- 0.03 0.02 0.10 
Q2 Q3 a4 Total 
12,977 16,078 M23 > $7,338 
2,109 4,404 4,151 12,572 
0.05 O11 0.10 0.31 


0.05 0.11 0.10 0.31 


the mine life and the Company's share of closure requirements 
under the Louvicourt restoration plan. These cash flows are also 
currently expected to be sufficient to conduct the planned 
exploration programs in the vicinity of the mine and to finance 
the first stage of the Company's exploretion commitments upon 
acquisition of Noranda's interest in a strategic alliance with 
Virginia Gold Mines Inc. Payment of two regular semi-annual 
dividends under the Company's dividend policy is planned for 
2002. Payment of special dividends and future semi-annual divi- 
dends will be dependent on the economic recovery and the 
degree of success of the exploration programs. 


RISKS AND UNCERTAINTIES 


Commodity Price and Currency Risk 

Novicourt’s revenues are almost exclusively derived from 

the sale of its 45% share of copper and zinc concentrates 
produced by the Louvicourt Mine. The markets for copper 
and zinc are highly competitive and cyclical. Prices for these 
commodities tend to fluctuate and are affected by numerous 
factors beyond the control of the Company, including the 
genere! level of economic activity in the industrialized world, 
expectations for inflation, speculative activities, fluctuations in 
currency exchange rates, global and regional demand and 
production, political and economic conditions and production 
costs in major producing regions. All of these factors can 
have a significant influence on selling prices and thus 
Novicourt's results and operations. 

The impact on Novicourt of a US$0.10 change in the price of 
copper would be $3.5 million on both after-tax annualized earn- 
ings and on annualized cash flow. The impact on Novicourt of a 
US$0.05 change in the price of zinc would be $0.8 million on 
both after-tax annualized earnings and on annualized cash flow. 

All of the Company's shares of concentrates produced by 
the Louvicourt Mine are sold at prices denominated in U.S. 
currency. Fluctuations in the value of the Canadian dollar rela- 
tive to the U.S. dollar may have a significant effect on the 
Company's revenues and earnings. In the past, the Company 
has hedged this risk. In 2000 and 2001 there were no currency 
hedges in place. This situation is reviewed periodically by 
management with the Board and action is taken accordingly. 
Each Cdn.$0.01 change in the average annual Canada/U.S. 
exchange rate impacts Novicourt's annualized after-tax 
earnings and annualized cash flow by $0.2 million. 
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Other Risks 

Mining operations may be subject to risks and hazards, 
including environmental hazards, industrial accidents, 

unusual or unexpected geological formations, ground control 
problems and flooding. The occurrence of any of the fore- 
going could result in damage to or destruction of mineral 
properties, production facilities, personal injuries, environmental 
damage, delays or interruption of production, increases in 
production costs, monetary losses, legal liability and adverse 
government action. 

The Company maintains insurance against risks that are 
typical in the mining industry and in amounts believed to be 
reasonable in connection with its interest in the Louvicourt 
Mine and other properties. However, insurance against certain 
risks, including certain liabilities for environmental pollution, 
may not be available to the Company or to other companies 
within the industry. 

The activities of the Louvicourt Mine and those of the 
Company are subject to extensive laws and regulations con- 
trolling not only the mining of and exploration for mineral 
properties, but also the possible effects of such activities 
upon the environment. Permits from regulatory authorities 
are required for many aspects of mine operations and 
reclamation. Future legislation and regulations could cause 
additional expenses, capital expenditures and restrictions in 
the operation of the Louvicourt Mine, the extent of which 
cannot be predicted. In the context of environmental per 
mitting, including the approval of reclamation plans, the 
Company must comply with known standards, existing laws 
and regulations that may entail greater or lesser costs and 
delays depending on the nature of the activity to be permit- 
ted and how stringently the regulations are implemented by 
the permitting authority. 


DIVIDEND POLICY 


Novicourt has a dividend policy whereby it will declare and 
pay semi-annual dividends of $0.10 per common share in May 
and November of each year as long as sufficient free cash flow 
is generated by the Company to sustain such dividend levels. 
After the end of each year, under the policy, the Board of 
Directors may also consider the declaration and payment of a 
special dividend. The declaration, payment and amount of 
such special dividend are at the discretion of the Board of 
Directors. In 2001, the Company paid aggregate dividends of 
$0.30 per common share, including a special dividend of 
$0.10 per common share. 
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MANAGEMENT‘’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS 


The accompanying financial statements and other financial information have been prepared by the management of the 
Company which is responsible for their integrity and objectivity. To fulfill this responsibility, the Company maintains appropriate 
policies, procedures and systems of internal control to ensure that its reporting practices and accounting and administrative 
procedures are of high quality, consistent with reasonable costs, and provide reasonable assurance that relevant and reliable 
financial information is produced. 

These financial statements have been prepared in conformity with generally accepted accounting principles and, where 
appropriate, reflect estimates based on management's judgment. The financial information presented throughout this annual 
report is consistent with the information contained in the financial statements. 

Ernst & Young LLP, the independent auditors appointed by the shareholders, have reviewed the systems of internal control 
and audited the financial statements in accordance with generally accepted auditing standards to enable them to express to the 
shareholders their opinion on the financial statements. Their report as auditors is set out below. 

The financial statements have further been examined by the Board of Directors and by its Audit Committee which meets 
regularly with the auditors and management to review the activities of each. The Audit Committee reports to the Board of 
Directors. The auditors have direct and full access to the Audit Committee and meet with the Committee both with and without 
the presence of management. The Board of Directors, through its Audit Committee, oversees management's financial reporting 


responsibilities and is responsible for reviewing and approving the financial statements. 


Lance Tigert Toronto, Canada 
Vice President, Finance February 25, 2002 


AUDITORS’ REPORT 


To the Shareholders of Novicourt Inc. 


We have audited the balance sheets of Novicourt Inc. as at December 31, 2001 and 2000 and the statements of earnings, 
retained earnings and cash flows for the years then ended. These financial statements are the responsibility of the Company's 
management. Our responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that 
we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 

An audit also includes assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 

In our opinion, these financial statements present fairly, in all material respects, the financial position of the Company as at 


December 31, 2001 and 2000, and the results of its operations and its cash flows for the years then ended in accordance with 
Canadian generally accepted accounting principles. 


Crnet ¥ ais Lhe 
Chartered Accountants Toronto, Canada 


February 25, 2002 
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FINANCIAL STATEMENTS 


BrAGEAG NEG. Sun E-E a S 


As at December 31 


(incorporated under the laws of Quebec) 


($ in thousands) 2001 2000 
Assets 
Current: 
Cash and short-term deposits (note 4(a)) $ 48,803 $ 43,804 
Accounts and settlements receivable 
Due from Noranda (notes 4(b) and (c)) 15,433 19,072 
Other trade 315 299 
Inventories of mineral products 501 731 
Materials, supplies and prepaid expenses 1,657 1,706 
66,709 65,612 
Capital assets (note 2) 33,579 45,621 
$ 100,288 Slddiess 


Liabilities and Shareholders’ Equity 


Current: 
Accounts payable and accrued liabilities $ 4,807 $ 4,950 
Taxes payable 613 952 
5,420 5,902 
Provision for site closure and reclamation 5,143 4,166 
Future tax liability (note 5) 5,604 8,875 
Shareholders’ equity (note 3) 84,121 92,290 
$ 100,288 Se 411,233 


(see accompanying notes) 


On behalf of the Board 


John C. White Guy Lord 


Director Director 
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STATEMENTS (OFF EARNINGS 


For the years ended December 31 


($ in thousands except per share data) 2001 2000 
Revenues 
Sales of concentrates (note 4(b)) Ses2oo8 SS A95, 
Less: Treatment charges (note 4(b)) (26,030) (22,157) 
46,327 57,338 
Expenses 
Production 27,846 26,088 
Depreciation and amortization 12,873 iWon ez 
Exploration 1,100 325 
Administration 748 805 
Provision for site closure and reclamation 977 886 
43,544 40,623 
Operating income 2,783 16745 
Interest income, net (note 4(a)) 2,029 2,117 
Earnings before taxes 4,812 18,832 
Income and production taxes (note 5) 907 6,260 
Net earnings S2e3,905 Se AZ pee 
Basic earnings per share $ 0.10 $ 0.31 


STATEMENTS” OF IRE TAIN GE Dis EeAtRaNGnaNEGss 


For the years ended December 31 


($ in thousands) 2001 2000 
Balance, beginning of year $ 27,395 $ 26,897 
Net earnings 3,905 12,572 
Dividends on common shares (12,074) (12,074) 
Balance, end of year ; $ 19,226 i WT SIS 


(see accompanying notes) 


FINANCIAL 
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ine MeENT OF CASH FLOWS 


For the years ended December 31 


($ in thousands) 2001 2000 
Cash from operations: 


Net earnings $:-— 3.905 $9 42:572 


Add non-cash items 


Depreciation and amortization 12,873 12,519 
Future taxes (3,271) 1,966 
Provision for site closure and reclamation 977 713 
(Gain) Loss on disposal of capital assets 7. (4) 
Cash from operations before changes in operating working capital 14,491 27,766 
Changes in operating working capital 3,420 2,910 
Cash flow before investing and financing activities 17,911 30,676 
Cash used for investing activities: 
Additions to capital assets, net (838) (1,397) 
Cash flow before financing activities 17,073 29,279 
Cash used jad tivencng activities: 
Dividends on common shares (12,074) (12,074) 
Net increase (decrease) in cash 4,999 17,205 
Cash at beginning of year 43,804 26,599 
Cash at end of year $ 48,803 $ 43,804 


Supplemental Cash Flow Information: 
Cash taxes paid 4,587 6,160 


Cash consists of cash and cash equivalents. 


(see accompanying notes) 
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NOTES 


TO FINANCIAL 


(All dollar amounts in thousands unless otherwise indicated) 


1. Significant accounting policies 


The accompanying financial statements are prepared in accor- 


dance with accounting principles generally accepted in Canada. 


Significant accounting policies are as follows: 


a) Investment in Louvicourt and Louvaur Joint 


— 


— 


Ventures — The Company's 45% interest in the Louvicourt 
and Louvaur Joint Ventures is proportionately consolidated 
in these financial statements. Accordingly, the Company's 
pro rata share of the assets, liabilities and expenses of the 
Louvicourt and Louvaur Joint Ventures is consolidated with 


those of the Company's in these financial statements. 


Revenue Recognition — The Company recognizes rev- 
enue at the time of sale, when the rights and obligations of 
ownership pass to the buyer. Final prices for revenues are 
determined up to three months after shipment and the 
effect of any changes are recorded in the period in which 
the price change occurs. Price changes for shipments which 
at year-end are awaiting final pricing could have a material 


effect on future revenues. 


Capital assets — Major development and construction in 
progress costs incurred to bring the mining property into 
production were capitalized until commercial production was 
achieved. Substantially all of the capitalized costs are amor- 
tized or depreciated using the units-of-production method. 
Exploration expenses are charged against current earnings 
unless they relate to properties from which a productive 


result is reasonably certain. 


Inventory — The Company has a 45% share of the inventory 
maintained at the Louvicourt Mine. Inventories of mineral 
products are recorded at the lower of average cost and net 
realizable value. Materials and supplies are recorded at the 


lower of average cost and replacement cost. 


Site closure and reclamation costs — Provisions are 
made for site closure and reclamation costs of the Louvicourt 
Mine using the units-of-production method by charges to 
earnings over the expected life of operations. Estimates of 
site closure and reclamation costs may change in the future. 
Any changes to the estimates will be reflected in income over 


the remaining reserve life when the change occurs. 


Income taxes — Future income tax assets and liabilities are 
recognized for temporary differences between the tax and 
accounting bases of assets and liabilities as well as for the 
benefit of losses available to be carried forward to future 


years for tax purposes that are more likely than not to be 


STATEMENTS 


realized, and are measured using the tax rates and laws 
that will be in effect when the differences are expected to 


reverse or the losses to be realized. 


g) Forwards and option contracts — The Company period- 
ically uses forward foreign exchange contracts to hedge the 
effect of changes in exchange rate on the sale of metals 
concentrates, and forward options and option contracts to 
hedge the effect of price changes on a portion of the metals 
in concentrates it sells. Gains and losses on these contracts 
are reported as a component of the related transactions. 
The Company did not use any of these types of contracts 
during the years ended December 31, 2001 and 2000. 


h) Cash & cash equivalents — Cash and cash equivalents 
include cash on account, demand deposits and short-term 
investments with original maturities of three months or less 


and are stated at cost, which approximates market value. 


2. Capital assets 


2001 2000 
Property, plant and 
equipment, at cost $ 74,227 $ 74,181 
Accumulated depreciation (54,251) (46,920) 
19,976 27,261 
Deferred development, 
at cost 59,021 58,499 
Accumulated amortization (45,418) (40,139) 
13,603 18,360 
Deferred exploration, at cost 3,505 3,505 
Accumulated amortization (3,505) (3,505) 
0 0 
$ 33,579 $ 45,621 


3. Shareholders’ equity 

Capital Stock 

Authorized: 

Preferred shares, an unlimited number issuable in series. 


Common shares, an unlimited number. 


2001 2000 

Issued: 
Common shares $ 61,780 $ 61,780 
Contributed surplus = Vals i) Seas 
64,895 64,895 
Retained earnings 19,226 27,395 
$ 84,121 $ 92,290 


At January 1, 2001, the Company had 40,246,347 common 
shares outstanding. In each of the years ended December 31, 
2001 and 2000, there were no changes to the number of 
outstanding common shares. 


At December 31, 2001, there were no outstanding options. 


. Related party transactions 


The Company participates in a short-term investment 

pool with Noranda and associated companies. The pool is 
operated to provide participating companies with the oppor- 
tunity to invest or borrow funds on a short-term demand 
basis. Interest charges and credits are at market rates, based 
on the rates for Bankers’ Acceptance and Commercial Paper 
published by the Bank of Canada. On December 31, 2001, 
cash and short-term deposits of $48,803 included $48,010 on 
deposit with this pool. Net interest credits on amounts in the 
pool in 2001 amounted to $1,938. On December 31, 2000, 
cash and short-term deposits of $43,804 included $43,295 on 
deposit with this pool. Net interest credits on amounts in the 
pool amounted to $2,046 in 2000. 


b) Transactions with Noranda related to the sale of mineral 


2 


products were effected at rates set out in various contractual 
agreements between the parties, such agreements being 


similar to those commonly used in the industry. 


Charges for management, technical data processing and 
research services were at rates which approximated the 
actual cost of providing the services. The amounts incurred 
in 2001 and 2000 were $390 and $240, respectively. The 
Louvicourt Joint Venture also incurs expenses for technical 
and research services payable to Noranda Inc. The Company's 
proportionate share of these expenses was $397 in 2001 

and $403 in 2000. 


In 2001, the Company entered into an agreement with 
Noranda pursuant to which Noranda transferred part of its 
liability for Part VI.1 tax under the Income Tax Act (Canada) 
for its December 31, 2000 taxation year to the Company for 
consideration of $25. As a result of assuming Part VI.1 tax of 
$1,060 the Company became entitled to an additional tax 
deduction equal to 9/4th of the amount of Part VI.1 tax paid 
for its tax year-ended December 31, 2000. This tax deduc- 
tion reduced federal Part | tax and Quebec provincial 
income tax payable by the Company. Noranda reimbursed 
the Company for the amount of Part VI.1 tax paid in excess 
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of the federal and provincial income tax reductions realized 
by the Company as a result of claiming the additional 9/4th 
tax deduction. 

Subsequent to December 31, 2001, the Company 
entered into an additional agreement with Noranda, the 
terms of which are similar to the agreement above, whereby 
Noranda transferred $2,566 of its Part VI.1 tax liability for its 
tax year-ended December 31, 2001 to the Company for 
consideration of $25. 

e) On December 13, 2001, the Company reached an agree- 
ment in principle with Noranda to acquire Noranda’s 55% 
interest in a strategic alliance with Virginia Gold Mines Inc. 
(“Virginia”). The terms of the agreement are being negoti- 


ated but, as at the date of hereof, have not been concluded. 


5. Income and production taxes 


2001 2000 
Current 
Federal and provincial 
income taxes $2172 51074 
Production taxes 2,006 3,220 
4,178 4,294 
Future 
Federal and provincial 
income taxes (1,970) Sow 
Production taxes (1,301) (1,184) 
(3,271) 1,966 
$ 907 $ 6,260 


The components of income and production taxes are as follows: 


2001 2000 
Property plant and equipment $ 3,440 $ 4,931 
Deferred development 4,232 5,643 
Site closure and 
reclamation provisions (1,981) (1,605) 
Other (87) (94) 
$ 5,604 $ 8,875 


The components of future income liability are as follows: 
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The variance between the income taxes computed at the 


combined statutory rate and the effective rate for the Company 


is reconciled as follows: 


Income taxes based on 
combined Federal and 
Quebec rate of 38% 
Quebec mining tax 

at a rate of 12% 

Increase (Decrease) in taxes 
resulting from: 
Resource allowance 
Mining exploration 

depletion base 
Processing allowance 
Other 


6. Commitments 


2001 


$ 1,829 


2000 


7,156 


2,260 


(2,259) 


(484) 
(202) 
(211) 
6,260 


The Company has entered into agreements to sell its 45% 


interest of copper and zinc concentrates from the Louvicourt 


Property to Noranda at normal trade terms and prices. 
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